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ABSTRACT 

The New Jersey Unemployment Insurance Reemployment 
Demonstration Project was undertaken to examine the feasibility of 
using the unemployment insurance (Ul) system to identify displaced 
workers early in their unemployment spells and then accelerating 
their return to work by providing them with alternative, early 
intervention services. Three packages of services were tested: job 
search assistance (JSA) , JSA combined with training or relocation 
assistance, and JSA combined with a cash bonus for early 
reemployment. Each treatment’s cost-effectiveness was examined 
through a follow-up study examining long-run treatment impacts 
approximately 6 years after program participants had submitted their 
initial UI claims. The UI system was confirmed to be an effective 
means of early identification of displaced workers likely to 
experience long-run employment difficulties. All three treatments 
were found to result in jobs that were more stable than the jobs 
obtained by control group members. All three treatments afforded net 
benefits to claimants and society as a whole. (Twenty-eight 
t ab 1 es/ f i gures are included. Appended are a description of the 
samples used to estimate the profiling models and treatment/control 
group means. Also included is a brief report summarizing the 
demonstration findings and their policy implications. Contains 12 
references . ) (MN) 
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PREFACE 



This report on the New Jersey Unemployment Insurance Demonstration Project contains two 
sections; (1) the six-year follow-up report which focuses on demonstration impacts on U1 receipt and 
employment and earnings over six years and (2) a short report which summarizes the demonstration 
findings and discusses their policy implications. While these reports are published together here, they 
were prepared as stand-alone documents intended for different audiences. 

The initial version of this report, which was published as Unemployment Insurance Occasional 
Paper 95-2, contained a specification error in the analysis of impacts for profiled and nonprofiled 
workers, which was presented in Chapter IV.C. This version of the report corrects this error and 
presents new estimates of impacts for profiled and nonprofiled workers. The impact estimates for 
profiled workers are larger than those reported previously. 




V 



O 



CONTENTS 



Chapter Page 

PART I: THE NEW JERSEY UNEMPLOYMENT INSURANCE REEMPLOYMENT 

DEMONSTRATION PROJECT--SIX-YEAR FOLLOWUP 

EXECUTIVE SUMMARY 7 

I INTRODUCTION 11 

II IMPACTS ON UI RECEIPT AND EARNINGS 23 

III UI RECEIPT AND EARNINGS FOR THOSE RECEIVING 

TRAINING 43 

IV TARGETING STRATEGIES 55 

V BENEHT-COST ANALYSIS 81 

REFERENCES 97 

APPENDIX A: SAMPLES USED TO ESTIMATE THE 

PROHLING MODELS 99 

APPENDIX B: TREATMENT/CONTROL GROUP MEANS 107 



PART II: THE NEW JERSEY UNEMPLOYMENT INSURANCE 

REEMPLOYMENT DEMONSTRATION PROJECT SUMMARY 
AND POLICY IMPLICATIONS 



119 



PART I 



THE NEW JERSEY UNEMPLOYMENT 
INSURANCE REEMPLOYMENT 
DEMONSTRATION PROJECT 

SIX-YEAR FOLLOWUP 



i u 

o 

ERIC 



CONTENTS 



Chapter 



Page 



EXECUTIVE SUMMARY 7 

I INTRODUCTION H 

A. SUMMARY OF THE NJUIRDP DESIGN 12 

1. Definition of Eligibility 13 

2. The Treatments 14 

3. The Provision of Demonstration Services lb 

4. The Economic Environment 17 

B. SUMMARY OF THE INITIAL AND HRST FOLLOW-UP 

EVALUATION HNDINGS IH 

C. THE PURPOSE AND DESIGN OF THE SECOND 

FOLLOW-UP STUDY 20 

D. OUTLINE OF THE REPORT 22 

II IMPACTS ON UI RECEIPT AND EARNINGS 23 

A. IMPACTS ON UI RECEIPT 24 

B. IMPACTS ON EARNINGS 33 

III UI RECEIPT AND EARNINGS FOR THOSE RECEIVING 

TRAINING 43 

A. EARNINGS AND WEEKS WORKED FOR TRAINEES 43 

B. UI RECEIPT FOR TRAINEES 30 

IV TARGETING STRATEGIES 55 

A. PROHLING SIMULATION 57 







I 

Jl 



1 



CON Tl'iNTS a (iniir$ui‘(l I 



i huptcr 

IV 1 S.implcs I NCtI to iMirri.tu Ihr MihU I ^ 

(coniinucili 2 SpcTini;uion of Our MckIcI *>' 

' 1 -sumatcj* of MisJul and 1 hauMiori Prohahdiiu s i>. 

M 1 ()N(i Rl’N IMmCAlIONS OI \l H KSAIIVI 

l ARC'.l TlNO SI RAn tiU S (>' 

1 I on^ Run I 'I Rcccipi and l atninKs tor Ihov.- laiKi ii il hs 

NJllRDP <' 

J l<'nj; Run I'l Kutcipl and i arnmus lor Htom- latin ii d In 
Worker Proliim^ and Rectnplovnu-nl Scrviies Svsitnis 

( IMPA('1S OP PROPM I 1) ANO NONPRO! 1! 1 D 

W'ORkl RS » 

\ HI NPPII COSl ANAl VMS M 

A MirmoDoi cx.'i' ''' 

H HI NPI PI'S AND COS IX I ROM \1 1 1 RN AIIM 
Pl RSPl (TlVl S 

I lk;nel'il Coni Anal\Ms oI JSA()ii 1\ \ctNUs ImMiui: SetMn ^ Sr. 

ik-nelil C'oM Analvsis ol the JSA Plus 1rainin>: in 
RelcH-alion I realmeni V ersus I xistinp S, niees 
s Henclll C ost Analysis ol the JSA Plus Homis heainu nt 

Wtsus I xislin^ Serviees *'•' 

•1. Alternalise Henelii C'osl P.snmates 

( Sl'MMARY AND CONCI-CSIONS '»! 

Rl I I RI N( PS ■' 

APPPNDIX A SAMPi 1 S I SI D TO PSPIMAII Pill 
PRO! 11. INC. MODI I S . 

APPPNDIX H PRPAPMPM C'OMROl (iROl PMPANS h' 



TABLES 



Table Page 

11.1 IMPACTS OF THE TREATMENTS ON UI DOLLARS 

RECEIVED 26 

11.2 IMPACTS OF THE TREATMENTS ON UI WEEKS PAID 27 

II..^ IMPACTS OF THE TREATMENTS ON THE PROBABILITY 

OF UI RECEIPT 28 

11.4 IMPACTS OF THE TREATMENTS ON TOTAL UI DOLLARS 

RECEIVED THROUGH OCTOBER 1993, BY PROGRAM 31 

11.5 IMPACTS OF THE TREATMENTS ON TOTAL UI WEEKS 

PAID THROUGH OCTOBER 1993, BY PROGRAM 32 

11.6 IMPACTS OF THE TREATMENTS ON THE PROBABILITY 

OF WORKING 35 

11.7 IMPACTS OF THE TREATMENTS ON EARNINGS, IN 

DOLLARS 36 

11.8 IMPACTS OF THE TREATMENTS ON WEEKS WORKED 37 

11.9 MEAN EARNINGS AND EMPLOYMENT FOR THE 

CONTROL GROUP 38 

II. 10 ATTACHMENT TO THE LARGEST BASE PERIOD 

EMPLOYER 41 

III.l AVERAGE EARNINGS OF TRAINING RECIPIENTS, IN 

DOLLARS 46 

III. 2 ESTIMATED IMPACTS OF ITIAINING ON THE AVERAGE 

QUARTERLY EARNINGS OF TRAINING RECIPIENTS, IN 
DOLLARS 48 

111.3 ESTIMATED IMPACTS OF TRAINING ON THE AVERAGE 

WEEKS WORKED PER QUARTER BY TRAINING RECIPI- 
ENTS, IN DOLLARS 49 

111.4 AVERAGE UI RECEIPT FOR TRAINING RECIPIENTS 51 

111.5 ESTIMATED IMF ACTS OF TRAINING ON THE AVERAGE 

UI RECEIPT FOR TRAINING RECIPIENTS, IN DOLLARS 52 




3 






III.6 


ESTIMATED IMPACTS OF TRAINING ON THE AVERAGE 




WEEKS OF UI PAID FOR TRAINING RECIPIENTS 53 


IV.l 


LOGIT ESTIMATION OF PROBABILITY OF UI 

EXHAUSTION, RECORDS SAMPLE 63 


IV.2 


LOGIT ESTIMATION OF PROBABILITY OF UI 

EXHAUSTION, SURVEY SAMPLE 64 


IV.3 


MEAN EXHAUSTION PROBABILITIES FOR GROUPS 

TARGETED AND NOT TARGETED BY WORKER 

PROFILING 66 


IV.4 


LOGIT ESTIMATION OF PROBABILITY OF UI 

EXHAUSTION (RECORDS SAMPLE), ELABORATED 

MODEL 68 


IV.5 


LONG-RUN UI RECEIPT AND EARNINGS 71 


IV.6 


TARGETED AND NONTARGETED WORKERS’ IMPACTS 
ON EARNINGS AND WEEKS WORKED 76 


IV.7 


TARGETED AND NONTARGETED WORKERS’ IMPACTS 

ON UI WEEKS PAID AND UI DOLLARS RECEIVED 78 


V.l 


BENEFIT-COST COMPARISON OF THE JSA-ONLY 

TREATMENT WITH EXISTING SERVICES 87 


V.2 


BENEFIT-COST COMPARISON OF THE JSA PLUS 

TRAINING OR RELOCATION ASSISTANCE TREATMENT 

WITH EXISTING SERVICES 89 


V.3 


BENEFIT-COST COMPARISON OF THE JSA PLUS 
REEMPLOYMENT BONUS TREATMENT WITH EXISTING 
SERVICES 91 


V.4 


SUM OF THE BENEFITS AND COSTS OF ALL TREAT- 
MENTS, BASED ON ALTERNATIVE ESTIMATES OF 
UNEMPLOYMENT COMPENSATION AND EARNINGS IMPACTS . 93 



O 

ERIC 


i 1 

4 



4 



FIGURES 



Figure 

IV. 1 DISTRIBUTION OF UI POPULATION 



ERIC 



5 



EXECUTIVE SUMMARY 



The purpose of the New Jersey Unemployment Insurance Reemployment Demonstration Project 
(NJUIRDP) was to examine whether the Unemployment Insurance (UI) system could be used to 
identify displaced workers early in their unemployment spells and to provide them with alternative, 
early intervention services to accelerate their return to work. Three packages of services, or 
treatments, were tested in the demonstration; (1) job-search assistance (JSA) only; (2) JSA combined 
with training or relocation assistance; and (3) JSA combined with a cash bonus for early 
reemployment. A key component of the demonstration was that eligible claimants were identified 
and services were provided through the coordinated efforts of the UI, Employment Service (ES). and 
Job Training and Partnership Act (JTPA) systems. Another key element was that claimants were 
required by UI to report for services; failure to report could lead to the denial of benefits. 

The demonstration was initiated by the U.S. Department of Labor (USDOL) through a 
cooperative agreement with the New Jersey Department of Labor. It began operations in July 1986. 
and. by the end of sample selection in June 1987, 8,675 UI claimants were offered one of the three 
service packages. Services to eligible claimants continued into fall 1987 to ensure that all eligibles 
who wanted the full set of demonstration services were able to receive them. Another 2,385 
claimants receiving existing services provided a control group for comparative purposes. Claimants 
were assigned randomly to this control group or to one of the three treatments. 

The initial evaluation of the demonstration (Corson et al. 1989), combined with a follow-up study 
that extended the analysis for approximately three years after the initial UI claim (Anderson et al. 
1991). found that each of the treatments reduced UI collections and increased employment and 
earnings during this period. Although the initial evaluation found no evidence that the training 
component of the second treatment increased earnings in the year after the initial UI claim, the 
follow-up study suggested that training did increase earnings in the longer run. Finally, the evaluation 
found that all three treatments offered net benefits to society, when compared with existing services. 
The JSA-only and JSA plus reemployment bonus treatments also led to net gains for the government. 

This second follow-up study extended the analysis for approximately six years after the initial UI 
claim to identify any long-run treatment impacts, {particularly for trainees. This second follow-up also 
provided an opportunity to examine displaced workers’ long-run earnings patterns, to determine if 
the method used in the demonstration was successful in identifying displaced workers who 
experienced long-run employment difficulties. Alternative methods of identifying displaced workers 
were also investigated. 

This follow-up evaluation found additional long-run UI impacts suggesting that each component 
of the trcatmenls-JSA. training, and the reemployment bonus-probably contributed to the longer- 
term impacts and that the treatments, in general, generated jobs that were more stable than those 
found by control group members. It also suggests that the NJUIRDP succeeded in targeting 
claimants who in the absence of the demonstration, would have experienced more severe long-run 
reemployment difficulties. 
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UI RECEIPT AND EMPLOYMENT AND EARNINGS 



Overall, each NJUIRDP treatment reduced the amount of UI benefits received, both in the 
initial benefit year and in subsequent years. Statistically significant reductions in UI benefits occurred 
in the year after the initial benefit year for the JSA-only and JSA plus reemployment bonus 
treatments, in the next year for the JSA plus reemployment bonus treatment, and in the recent 
Emergency Unemployment Compensation (EUC) program for the JSA plus training or relocation 
assistance treatment. Over ail UI programs, the NJUIRDP treatments reduced UI benefit receipt 
by about three-quarters of a week for the JSA-only treatment, by one and a half weeks for the JSA 
plus training or relocation assistance treatment, and by nearly two weeks for the JSA plus 
reemployment bonus treatment. These findings suggest that each of the treatment components— JSA, 
training, and the reemployment bonus-probably contributed to the longer-term impacts and that the 
treatments, in general, generated jobs that were more stable than those found by control group 
members. This finding differs from the first follow-up finding, which attributed longer-run impacts 
solely to the JSA component of the treatments. 

Analysis of employment and earnings following the initial UI claim suggests that at least one 
treatment, the JSA plus reemployment bonus, increased earnings initially. None of the treatments 
had statistically significant longer-run impacts on the probability of working, the amount of earnings, 
or weeks worked. However, since the variation in earnings among claimants is quite large, modest 
earnings impacts consistent with the UI impact estimates could still have occurred. 

An examination of earnings for employed control group members showed that nominal annual 
earnings remained below base-period levels until the fourth year after the initial UI claim. Even by 
the sixth year, earnings for employed individuals had not kept pace with inflation. These findings 
suggest that, on average, claimants were unable to obtain reemployment in jobs with the same 
earnings potential as that of their pre-UI jobs. 



IMPACTS OF TRAINING 

Participation in training was expected to increase the long-run earnings of trainees, yet 
comparisons of the earnings impacts of the JSA plus training or relocation treatment with those of 
the JSA-only treatment suggest that the training component had no additional impact. However, only 
a relatively small number of claimants participated in training, so the impacts of training would need 
to be quite large to be detected. Thus, we examined the earnings experiences of trainees directly to 
determine whether their pattern of earnings suggested that training may have had an impact not 
detected in the treatment group comparison. This analysis suggested that both classroom 
(occupational skills) and on-the-job training did enhance trainees’ earnings. 



TARGETING OF SERVICES 

The demonstration’s eligibility screens succeeded in identifying a group of UI claimants (the 
control group is used for this analysis) that experienced relatively greater reemployment problems in 
the short term—as reflected by the number of weeks of employment and UI receipt in the first year 
of followup. During the full six years of followup, the group targeted by NJUIRDP continued to 
experience large reductions in earnings relative to their base-year earnings. These earnings 
reductions were considerably larger than tho.se realized by noneligibles. However, the long-term UI 
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receipt of NJUIRDP eligibles was significantly smaller than that of noneligibles, a finding that can 
be attributed to the fact that workers in seasonal industries were among the noneligible population. 

Based in part on the design and the initial findings from the NJUIRDP, the Unemployment 
Compensation Amendments of 1993 mandated that states identify workers likely to exhaust UI and 
refer them to reemployment services. USDOL has suggested that this targeting process, known as 
"worker profiling," can occur in a number of ways. One of the principal options involves screening 
out workers who are not permanently separated, estimating each individual’s probability of exhausting 
UI, and serving those with the largest predicted probabilities of exhaustion. 

In simulations of this targeting process that are representative of current funding levels, we found 
that the group targeted by profiling experienced somewhat greater reemployment problems than the 
NJUIRDP eligibles, as reflected in both groups’ employment and UI receipt. These differences were 
apparent not only in the year following their initial claims but also during the full six years of 
followup. On the other hand, the group that would be served under profiling experienced smaller 
earnings reductions relative to pre-UI earnings than did the NJUIRDP eligibles, a finding that is 
probably due to the fact that the targeted group had fewer years of job tenure than the NJUIRDP 
eligibles. When we examined differences in impacts of the New Jersey treatments among workers 
targeted or not targeted by profiling, we found some evidence that treatment impacts were higher 
for the targeted group, particularly UI impacts. This finding suggest that using a profiling model to 
target reemployment services on workers with high probabilities of UI benefit exhaustion directs 
reemployment services to a group of workers who are likely to benefit from the services. These 
estimates also imply that this approach to targeting services is a relatively efficient way to provide 
services. Services are directed to a specific group of displaced workers who can benefit more from 
the services than a broader group of displaced workers, thereby generating relatively large savings in 
UI receipt for the given level of expenditures on services. 



BENEFIT-COST ANALYSIS 

The results of the benefit-cost analysis suggest that all three treatments offered net benefits to 
claimants and to society as a whole, relative to existing services. The JSA-only treatment and the JSA 
plus reemployment bonus treatment also led to net gains for the government sector as a whole and 
for the Labor Department agencies. The JSA plus training or relocation treatment was expensive 
for the government sector. 

These findings suggest that it may be possible to fund the JSA-only and the JSA plus 
reemployment bonus treatments from the savings in UI benefits and increased UI tax collections. 
Our estimates indicate that the JSA-only treatment would pay for itself from the perspective of the 
Labor Department, while the JSA plus reemployment bonus treatment would lead to modest net 
benefits for the Labor Department. On the other hand, the JSA plus training or relocation treatment 
could not be funded solely from the savings in UI benefits and increased UI tax collections. It would 
require either a reduction in funding for other programs or an increase in taxes, because it appears 
to create net costs to the government as a whole. 
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1. INTRODUCTION 



The New Jersey Unemployment Insurance Reemployment Demonstration Project (NJUIRDP) 
examined whether the Unemployment Insurance (UI) system could be used to identity displaced 
workers early in their unemployment spells in order to provide them with alternative, early 
intervention services to accelerate their return to work. Three packages of services, or treatments, 
were tested in the demonstration: (1) job-search assistance (JSA) only, (2) job-search assistance 
combined with training or relocation assistance; and (3) job-search assistance combined with a cash 
bonus for early reemployment. A key component of the demonstration was that eligible claimants 
were identified and services were provided through the coordinated efforts of the UI, Employment 
Service (ES), and Job Training Partnership Act (JTPA) systems. Another key element was that UI 
required claimants to report for services; failure to report rould lead to the denial of benefits. 

The demonstration was initiated by the U.S. Department of Labor (DOL) through a cooperative 
agreement with the New Jersey Department of Labor. It began operations in July 1986. and, by the 
end of sample selection in June 1987, 8,675 UI claimants were offered one of the three service 
packaues. Services to eligible claimants continued into fall 1987 to ensure that all eligibles could 
receive the full set of demonstration services. Another 2,385 claimants who were receiving existing 
services served as a control group for comparison purposes. All eligible claimants were ass'gned 
randomly to one of the three treatments or the control group. 

The initial evaluation of the demonstration (Corson et al. 1989), combined with a follow-up study • 
that extended the analysis for approximately three years after the initial UI claim (Anderson et ai. 
E)91). found that each of the treatments reduced UI collections and increased employment and 
earnings during this period. Although the initial evaluation lound no evidence that the training 
component of the second treatment increased earnings in the year after the initial UI claim, the 
follow up study suggested that training did increase earnings in the longer run. Finally, the evaluation 



found that all three treatments offered net benefits to claimants and to society, when compared with 
existing services. The JSA-only and JSA plus reemployment bonus treatments also led to net gains 
for the government. 

This second follow-up study extends the analysis for approximately sue years after the initial UI 
claim to identify any long-run treatment impacts, particularly for trainees. This second follow-up also 
provides an opportunity to examine displaced workers’ long-run earnings patterns to determine if the 
method used in the demonstration was successful in identifying displaced workers who experienced 
long-run employment difficulties. Alternative methods of identifying displaced workers are also 
investigated. 

This follow-up evaluation found additional long-run impacts suggesting that each component of 
the treatments-JSA, training, and the reemployment bonus-probably contributed to the longer-term 
impacts. The followup also suggests that the treatments, in general, generated jobs that were more 
stable than those found by control group members. It also suggests that the NJUIRDP succeeded 
in targeting claimants who, in the absence of the demonstration, would have experienced more severe 
long-run reemployment difficulties. 

The remainder of this chapter provides a brief synopsis of the NJUIRDP design, a summary of 
the findings from the initial and first follow-up evaluations, and a discussion of the purpose and 
design of the second follow-up study. A final section provides an outline for the remainder of the 
report. 

A. SUMMARY OF THE NJUIRDP DESIGN 

The NJUIRDP addressed three objectives: (1) to examine the extent to which UI claimants who 
might benefit from the provision of employment services could be identified early in their 
unemployment spells; (2) to assess the policies and adjustment strategies that were effective at 
helping such workers become reemployed; and (3) to examine how such a UI reemployment program 
should be implemented. To achieve these objectives, the design called for identifying demonstration- 
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eligible individuals in the week after their first UI payment and assigning them randomly to one of 
three treatment groups offering alternative packages of reemployment services or to a control group 
receiving existing services. The demonstration was implemented in 10 sites corresponding to state 
UI offices. The sites were chosen randomly, with the probability of their selection proportional to 
the size of the UI population in each office, yielding a sample representative of UI recipients in New 
Jersey. 



1. Definition of Eligibility 

The purpose of the demonstration was to provide reemployment services to experienced workers 
who, having become unemployed through no fault of their own, were likely to face prolonged spells 
of unemployment. Their job-finding difficulties might be due to unavailability of jobs, a mismatch 
between their skills and job requirements, or lack of job-finding skills. However, because previous 
research efforts have not established good predictors of prolonged unemployment spells, complex 
eligibility requirements could not be used to direct demonstration services. Because of this situation, 
the demonstration plan incorporated a small number of sample screens to identify experienced 
workers who were likely to be displaced permanently from their jobs. 

The following eligibility screens were chosen for the demonstration: 



• First Payment. The demonstration excluded claimants who did not receive a first UI 
payment. To promote early intervention, the demonstration also excluded claimants 
who did not receive a first payment within five weeks after the initial claim. Individuals 
who were working and, consequently, who received a partial first payment were also 
excluded, because their job attachment meant that they had not necessarily been 
displaced. Finally, special claims (for example, unemployment compensation for ex- 
servicemembers or federal civilian employees, interstate claims, and combined wage 
claims) were also excluded. 

• Age. An age screen was applied to eliminate the broad category of young workers who 
have traditionally shown limited attachment to the laI>or market and whose employment 
problems may be quite different from those of older, experienced workers. Tliis screen 
excluded workers under age 25 from the demonstration. 
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• Tenure. Demonstration-eligible claimants had to exhibit a substantial attachment to a 
job, so that the job loss was likely to be associated with one or more of the 
reemployment difficulties described earlier. Each claimant was required to have 
worked for his or her last employer for three years prior to applying for UI benefits 
and could not have worked full-time for any other employer during the three-year 
period. The three-year requirement is used by DOL’s Bureau of Labor Statistics to 
define displaced workers (Flaim and Sehgal 1985). 

• Temporary Layoffs. The demonstration treatments were not intended for workers who 
were temporarily laid off. Thus, it was desirable to exclude claimants on temporary 
layoff. However, previous research and experience show that some claimants say that 
they expect to be recalled, even when their chances of actual recall arc slim. To 
ensure that thc.se individuals were not excluded from the demonstration, only indivi- 
duals who both expected to be recalled and had a specific recall date were excluded. 

• Union Hiring-Hall Arrangements. Individuals who arc typically hired through union 
hiring halls exhibit a unique attachment to a specific labor market and were thus 
excluded from the demonstration. 



2. The 'I'reatments 

As stated earlier, the demonstration tested three treatment packages for enhancing 
reemployment. Eligible claimants were assigned randomly to a control group that received existing 
services or to one of the three treatment groups: (1) JSA only; (2) JSA plus training or relocation; 
and (.1) JSA plus a reemployment bonus. 

The initial components of all th'^ce treatments were the same: notification, orientation, testing, 
a job-.search workshop, and an assessment/counseling interview. ITicse services were delivered 
sequentially, early in claimants’ unemployment spells. First, a notification letter was sent to claimants 
in about the fourth week after they filed initial claims. Claimants usually began to receive services 
during their fifth week of unemployment. Services began when they reported to a demonstration 
office (usually an ES office) and received orientation and testing during a one-week period. In the 
following week, they attended a job-search workshop, consisting of five half-day sessions, and a 
follow-up, one-on-one counseling/assessment session scheduled for the subsequent week. These 
initial treatment components were mandatory; failure to report could lead to the denial ol UI 
benefits. 
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Beginning with the assessment/counseling interview, the nature of the three treatments differed. 
In the JSA only group, claimants were told that, as long as they continued to collect UI, they were 
expected to maintain periodic contact with the demonstration office, either directly with staff to 
discuss their job-search activities or by engaging in search-related activities at a resource center in the 
office. The resource center offered job-search materials and equipment, such as job listings, 
telephones, and occupational and training literature. Claimants were encouraged to use the center 
actively and were told that, if they did not come to the office periodically, ES staff would contact 
them and ask them to do so. These periodic follow-up contacts were to occur at 2, 4, 8, 12, and 16 
weeks following the assessment interview. ES staff were expected to notify Ul when a claimant did 
not report for services. 

Claimants in the second treatment group-JSA plus training or relocation— were also informed 
about the resource center and their obligation to maintain contact during their job search. In 
addition, they were told about the availability of classroom and on-the-job training and were 
encouraged to pursue training if interested. Staff from the local JTPA Service Delivery Area (SDA) 
program operator worked directly with these claimants to develop the training options. These 
claimants were also told about the availability of relocation assistance, which could be used for out-of- 
area job search and moving expenses by those who elected not to pursue training. 

Claimants in the third treatment group-JSA plus a reemployment bonus-were offered the same 
.set of JSA services as the first treatment group, in addition to a bonus for rapid reemployment. The 
maximum bonus equaled one-half of the claimant's remaining UI entitlement at the time of the 
as.sessment interview. This amount was available to the claimant if he or she started working either 
during the assessment week or in the next two weeks. Thereafter, the potential bonus declined at 
a rate of 10 percent of the original amount per week, until it was no longer available. Claimants 
recalled by their former employer could not receive a bonus; neither could those who were employed 
by a relative or in temporary, seasonal, or part-time jobs. Claimants who received a bonus received 



15 

J 




BEST COPY AVAILABLE 



60 percent of the bonus if they were employed for 4 weeks, and the remainder if they were employed 
for 12 weeks. 

Each of these treatments tested a different concept of the employment problems displaced 
workers face. The JSA-only treatment was based on the assumption that many displaced workers 
have marketable skills but do not have enough job-search experience to identify these skills and sell 
them in the job market. In contrast, the training treatment was based on the assumption that some 
workers’ skills are outmoded and must be upgraded. Finally, the reemployment bonus treatment was 
based on the assumption that JSA alone is an insufficient incentive for claimants to obtain 
employment rapidly, and that an additional incentive will help them recognize the realities of the job 
market and accept a suitable job more quickly. 

With the exception of the reemployment bonus and relocation assistance, the demonstration 
services were similar to those available under the existing ES and JTPA systems in New Jersey. 
However, the likelihood that a claimant was offered and received demonstration services was 
considerably greater than that under the existing system. Moreover, the timing of service receipt also 
differed: demonstration services were generally provided earlier in the unemployment spell.’ 

3. The Provision of Demonstration Services 

An important objective of the demonstration was to examine how a reemployment program 
targeted toward UI claimants should be implemented. The demonstration design emphasized two 
aspects of this objective: (1) using existing agencies and vendors to provide services; and (2) using 
a computer-based participant tracking system to facilitate service delivery. 

In the NJUIRDP, the UI agency, ES, and local JTPA program operators were all involved in 
delivering services, and strengthening linkages among these agencies was an important component 
of the demonstration. UI staff were responsible for collecting the data used to select eligible 
claimants and for monitoring claimants’ compliance with the demonstration’s reporting requirements. 



'See Corson et al. (1989) for further discussion. 



A determination of UI eligibility was made after claimants did not report for the initial mandatory 
services, and, if appropriate, benefits were denied. 

A four-person team in each demonstration office provided the initial reemployment services, 
together with additional services offered at the assessment/counseling interview. This team consisted 
of three ES staff members and a JTPA staff member from the local SDA program operator. An ES 
counselor served as team leader and had overall responsibility for ensuring that services were 
provided. ES staff provided all services for the JSA-only and JSA plus reemployment bonus 
treatment group members. JTPA staff members were involved only with the JSA plus 
training/relocation treatment group members. They were expected to be involved with claimants 
during the asscssment/counseling interview and to work with individuals who were interested in 
classroom or on-the-job training, to identify appropriate opportunities and place claimants in them. 
Because the goal was to use training opportunities available in each local JITA SDA, this component 
of the demonstration strengthened linkages between the ES and the local JTPA program operators 
in the 10 demonstration sites. 

A computer-based tracking system was used extensively to operate the program and to provide 
some of the data used for the evaluation. Data on service delivery were entered into the system, and 
local office staff received lists of claimants each week who were expected to receive services. A list 
of claimants who did not report for services was also generated for UI, and monitoring reports were 
sent to central office staff. The system helped ensure that services were delivered as specified, and 
that claimants were not "lost" from the program. 

4. The Economic Environment 

During the demonstration pericxl, the New Jersey economy experienced worker displacement 
caused by a long-term secular decline in manufacturing, although substantial growth occurred in other 
.sectors. Overall, the state economy was quite strong, and the unemployment rate during the 
demonstration period was low (5 percent). The unemployment rate continued to be low (5 percent 
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tir icss) during the llrsl several years of the follow-up period, but wiih the on-'t id the teient 
recession it rose in the last two to three years of the follow-up peritnl to rates that ranged Irom about 
6.6 to H.4 percent, on an annual basis. During this later period, unemployment eomix'nsaiion benefits 
were also extended. This extension is likely to have had an effect on I'l benefit receipt .As a result 
it could have affected our impact estimates for this period. 

l\. SUMMARY OK THE INITIAL AN!) HRSl FOLLOVV-UI* lA ALUAI ION KINDINCiS 

The initial demonstration evaluation determined that the demonstr.ition eligibility screens 
directed demonstration services to about one-quarter of the U1 claimant population (C orson et al. 
1989). The most important screen was the tenure requirement, which excluded individuals who had 
not worked for their pre-Ul employer for at least three years. Othei important requirements 
excluded individuals under age 25 and tho.se with a definite recall date. The net result ol applying 
the eligibility screens was an eligible population that contained a substantial proportion ot older 
individuals, individuals whose prior job was in a declining industry, and individu.ils with oihei 
characteristics usually associated with the displaced worker population and with (iilfieultics in 
becoming reemployed. Moreover, compared with a sample of individuals wlu' were not eligible lor 
the demonstration, the eligible population experienced considerably longer periods ol 11 collection 
and longer unemployment spells, on tiverage. Thus, the eligibility screens appetir tti have directed 
dememstration services toward a population that generally faced reemployment dilllculties during the 
year after their initial layoff. 

T'he initial evaluation also found that the demonstration achieved its objectives ot providing an 
increr..sed level of reemployment services to eligible claimants and of providing these services earlv 
in the unemployment spell. Three-quarters of the claimants in the treatment groups attended the 
initial orientation, and three-quarters of this group continued through the initial set ol )ob search 
serx'ices to the assessment/counseling interview. 'I’he level at which demonstration eligible cl 'imants 
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received these services was substantially higher than the level at which individuals in the control 
group received them from the existing service network. 

The evaluation showed that the demonstration was generally successful in maintaining ongoing 
contact with treatment group members after they received the initial set of services. The rate of 
training receipt for members of the second treatment group (JSA plus training or relocation) was also 
higher than rates for comparable groups of claimants whose exposure to training opportunities came 
through the regular JTPA service environment in New Jersey. However, the rate of training receipt 
(15 percent of those offered training) was low in absolute terms, a situation that affects our ability 
to detect training impacts.^ About 19 percent of the claimants who were offered the reemployment 
bonus received it. 

In general, the demonstration treatments were expected to hasten reemployment, thereby 
reducing the amount of UI collected. The potential exception was the JSA plus training or relocation 
treatment. Short-run UI impacts were expected to be lower for this treatment than for the others, 
because individuals would be eligible to continue to collect benefits while they trained. Estimates of 
the impacts of the treatments on UI receipt showed that all three treatments reduced the amount of 
benefits collected over the initial benefit year, by .47 weeks per claimant for the first treatment, .48 
weeks for the second, and .97 weeks for the third. Estimates from the first follow-up study also 
showed further reductions in UI receipt in the second year after layoff (Anderson et al. l‘Wl). The 
reductions (.5.5 weeks for the first treatment and .44 weeks for the third) were statistically significant. 
These findings suggest that all of the treatments were successful in reducing the time spent on UI, 
that the bonus offer provided an extra incentive to become recmployed quickly, and that the JSA 
component had long-run as well as short-run impacts. 

Evidence on the impacts of the treatments on employment and earnings indicates that all three 
treatments increased employment and earnings in the year following the initial UI claim but not in 



^Few individuals received relocation assistance. 



subsequent years. These increases were larger in the first two quarters after the claim filing date than 
in the following two quarters, and larger for the JSA-only and JSA plus reemployment bonus 
treatments (relative to the JSA plus training treatment). Overall, these increases appear primarily 
attributable to the promotion of early reemployment through JSA. This early reemployment did not 
involve any sacrifice in wages. In fact, treatment group members had slightly higher hourly wages for 
post-UI jobs than did control group members. 

Participation in training was expected to increase the trainees’ long-run earnings, yet 
comparisons of the earnings impacts for the JSA plus training or relocation treatment with those for 
the JSA-only treatment suggest that the training component had no additional impact. However, only 
a relatively small number of claimants participated in training, so training impacts would have to be 
quite large to be detected. Thus, we examined trainees’ earnings experiences directly to determine 
whether earnings patterns suggested that training may have had an impact not detected in the formal 
analysis. This analysis suggests that both classroom (occupational skills) and on-the-job training did 
enhance trainees’ earnings. 

The benefit-cost analysis indicates that, relative to existing services, all three treatments offered 
net benefits to claimants and to society as a whole. The JSA-only treatment and the JSA plus 
reemployment bonus treatment also led to net gains for the government sector as a whole and for 
the Labor Department agencies involved in the demonstration. The JSA plus training or relocation 
treatment was expensive for the government sector. 

C. THE PURPOSE AND DESIGN OF THE SECOND FOLLOW-UP STUDY 

This second follow-up evaluation of the NJUIRDP extends the analysis of demonstration impacts 
by approximately six years, compared with the approximately three-year period covered by the initial 
and first follow-up evaluations. This long-run analysis is important for the analysis of training impacts, 
which were expected to occur over a relatively long period. This second follow-up also provides an 
opportunity to examine long-run earnings patterns for displaced workers, to determine whether the 
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method used in the demonstration to identify displaced workers was successful in identifying workers 
with long-run employment difficulties. Alternative methods of identifying displaced workers are also 
investigated. 

To examine impacts on UI receipt, we collected administrative data on all new, initial claims 
(benefit years) e.stablished after the claim that made individuals eligible for NJUIRDP.^ New claims 
through September 1993 and all payments made as of mid-October 1993 were included. We used 
these data to construct variables describing UI activity by year, with the years defined according to 
the initial claim date making the individual eligible for NJUIRDP. For example, the year of the 
initial claim, or first year, for an individual with an initial claim date in July 1986 was the period from 
July 1986 through June 1987, the second year was from July 1987 through June 1988, and so on. The 
variables that describe UI activity used in our analysis arc (1) whether a claim was established in the 
year, and (2) benefits and weeks of UI collected on this claim. Thus, the benefits and weeks 
collected on a claim established in, say, the second year, could have been received in the subsequent 
year. We report estimates of UI receipt for six years that include the initial claim year, although the 
measures of weeks and dollars collected arc truncated for the last year and arc thus underestimates.'* 
Data on weeks worked and earnings were obtained from quarterly wage records through the 
second quarter of 1993, to examine impacts on employment and earnings. These records include 
earnings on all Ul-covered jobs in New Jersey, but they exclude earnings obtained outside the state 
and earnings in uncovered employment, such as self-employment. For this reason, the wage-records 
earnings are underestimates. Treatment impacts arc also likely to be underestimated, because they 
were not measured for out-of-state or uncovered earnings. 



^Data for the first .several years were collected lor the first follow-up study; the remaining data 
were collected for the second follow-up study. 

'’The sixth-year data are truncated bccau.se full-bcncfit-ycar data arc unavailable for claims 
established after mid-Octol>cr 1992. Because initial enrollment in the demonstration occurred during 
July 1986 to June 1987, some initial claims that cxx'urrcd in the sixth year fo’lowing enrollment could 
have occurred after mid-October 1992. Benefit years for these claims ended after October 1993. 
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For the analysis, data on quarterly earnings and weeks worked on all jobs were totaled by 
calendar quarters and years (defined relative to the initial date of the claim). In all, we rejxjrt data 
for sbc years, beginning with the first calendar quarter and year after the initial claim date. 

I). OUTLINE OF THE REPORT 

The remainder of this report contains four chapters. Chapter II presents our estimates of the 
demonstration impacts on UI receipt for the three treatment groups, for six years that include the 
initial benefit year. It also presents impacts on earnings and weeks worked for the three treatment 
groups during the six years after the initial claim date. Chapter III examines the experience of 
individuals who received training. Chapter IV discusses strategies for targeting services to claimants 
who appear to need and can benefit from them. Chapter V updates the benefit-cost analysis to 
consider the impacts during the entire follow-up period. 
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II. IMPACTS ON UI RECEIPT AND EARNINGS 



The initial evaluation of the New Jersey Unemployment Insurance Reemployment 
Demonstration Project (NJUIRDP) showed that each treatment led to a statistically significant 
reduction in Unemployment Insurance (UI) receipt during the initial benefit year, as expected. This 
reduction was reflected in both the amount of benefits and the number of weeks collected. The first 
follow-up evaluation also showed reductions in UI receipt in the year after the initial benefit year. 
These impacts were statistically significant for two of the treatments: (1) the job-search assistance 
(JSA) only; and (2) the JSA plus reemployment bonus. These evaluations also found that all three 
treatments increased employment and earnings in the year after the initial UI claim, but no significant 
impacts on employment and earnings were observed for subsequent years. 

This chapter extends the analysis of longer-term effects of the treatments for a six-year period, 
based on UI administrative records and quarterly wage records for the treatment and control samples. 
It shows that the JSA plus reemployment bonus treatment led to further reductions in regular UI 
receipt two years after the initial benefit year. It also suggests that the JSA plus training or 
relocation treatment led to a reduction in benefit receipt under the recent Emergency Unemployment 
Compensation (EUC) program. While no statistically significant long-term effects on employment 
and earnings were found, the modest impacts on earnings suggested by the impacts on UI receipt 
could still have occurred. 

In combination with findings from earlier studies, these findings suggest that each treatment 
reduced the amount of UI benefits received in the initial benefit year and in subsequent years. 
Moreover, the findings suggest that all i^f the treatment components— JSA, training, and the 
reemployment bonus-may have contributed to these longer-term impacts. Ihe long term impacts on 
UI receipt suggest that the treatments generated jobs that were more stable than those found by 
control group members. 
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A. IMPACTS ON UI RECEIPT 



The demonstration treatments were expected to and did reduce the amount of UI collected in 
the initial benefit year. Somewhat unexpectedly, the first follow-up study showed that reductions in 
UI receipt also occurred in the year after the initial benefit year. These reductions were statistically 
significant for two treatments (JSA only and JSA plus a reemployment bonus) and similar in 
magnitude, suggesting that the JSA component led to the longer-term impacts. These longer-term 
impacts also suggest that the treatments led to jobs that were more stable than those found by control 
group members. 

To investigate the impacts of the treatments over a six-year period, we obtained UI 
administrative records for the treatment and control samples that covered the period from the initial 
benefit year through mid-October 199.'^. Sample members entered the demonstration from July 1986 
to June 1987, so this time frame provides data for the initial claim year (the first year) and five 
subsequent years (the second through sbeth years). The data for the sixth year are limited becausvc 
complete benefit histories are not available for all claimants who began collecting benefits in the sixth 
year. However, the application of random assignment procedures in the demonstration means that 
all treatment and control groups arc affected equally by the incomplete sixth-year data, so we have 
chosen to report the data. Nevertheless, because the six-year data arc incomplete, our estimates of 
the mean levels of UI receipt and our estimates of treatment impacts arc biased downward for that 
year.* 

To estimate the long-term effects of the treatments, we examined UI receipt for the entire 
follow-up period and by year. The initial benefit year, or first year, was the ."^64 days beginning with 
the initial date of the claim, the second year was defined as the next ."^64 days, and ,so on.^ Impacts 



'in addition, we have no information on any UI received by sample members from states other 
than New Jersey. As with the sixth-year data, our estimates of UI receipt and treatment impacts arc 
probably biased downward. 

^The New Jersey UI benefit year is ."^64 days (52 weeks). 
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were estimated with regressions that controlled for the quarter of enrollment in the demonstration; 
gender, race/ethnicity, and age; base period earnings; industry; use of a union hiring hall; expectation 
of recall; potential UI duration; weekly benefit amount; and local office.^ The tables that report the 
results show the impacts on treatment group members and the control group means. Treatment 
group means may be estimated by adding the impact to the control mean. 

Tables II.l and II.2 show, for regular UI, estimated impacts of the treatments on the amount of 
benefits received and the number of weeks of payments. These impacts are consistent with those 
reported in the previous NJUIRDP evaluations. The only difference is that the impact estimate in 
the third year for the JSA plus reemployment bonus treatment is slightly larger than the estimate 
reported in the first follow-up and is now statistically significant.'* This finding suggests that the 
reemployment bonus component of the demonstration, as well as the JSA component, contributed 
to the longer-run UI impacts. 

A further change from the first follow-up study is that the estimated reductions in regular UI 
receipt for the full follow-up period (now six years) are statistically significant for only one treatment 
(the JSA plus reemployment bonus treatment). This situation occurs because the longer follow-up 
period introduces random components into the estimates, by adding data for three years (the fourth 
through sixth) in which no impacts occurred. Nevertheless, the point estimates for the entire follow- 
up period show substantial reductions in regular UI receipt for all treatments. 

Estimates of the impacts on the yearly probability of collecting UI (Table II.3) show that the 
reduction in UI benefits was achieved primarily through a reduction in the probability o( receiving 
regular UI. More specifically, the JSA only and JSA plus reemployment bonus treatments led to a 
statistically significant reduction in the probability of receiving regular UI in the second year. A 
statistically significant reduction in the probability of receiving regular UI was also found for the third 

^hese variables were defined as of the date of enrollment in the demonstration. 

“*Data for the third year were incomplete at the time of the first follow-up, which accounts for 
the change in the estimate. 
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TABLE II.l 



IMPACTS OF THE TREATMENTS ON UI DOLLARS RECEIVED 
(Standard Error in Parentheses) 





JSA Only 


JSA Plus Training 
or Relocation 


JSA Plus 

Reemployment Bonus 


Control 
Group Mean 


Year of Initial Claim 


-87 * 


-81 


-170 *** 


3,228 


(First Year) 


(46) 


(41) 


(45) 




Second Year 


^94 **♦ 


-39 


-78 


600 




(36) 


(33) 


(36) 




Third Year 


-13 


-15 


-65 * 


560 




(39) 


(35) 


(39) 




Fourth Year 


9 


-22 


-6 


569 




(43) 


(.39) 


(43) 




Fifth Year 


-17 


-23 


36 


588 




(47) 


(42) 


(47) 




Sixth Year 


-13 


15 


-52 


486 




(43) 


(.39) 


(43) 




1’otal 


-181 


-165 


-333 ** 


6,031 




(132) 


(119) 


(131) 





No n;: The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus 

training or relocation sample members, 2,449 JSA plus reemployment bonus sample 
members, and 2,385 control group members. The estimates are regression-adjusted 
treatment-control differences. 



*Statistically significant at the 90 percent confidence level for a two-tailed test. 

**S<atistically significant at the 95 percent confidence level for a two-tailed test. 

***Statistically significant at the 99 percent confidence level for a two-tailed test. 
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TABLE II.2 



IMPACTS OF THE TREATMENTS ON UI WEEKS PAID 
(Standard Error in Parentheses) 





JSA Only 


JSA Plus Training 
or Relocation 


JSA Plus 

Reemployment Bonus 


Control 
Group Mean 


Year of Initial Claim 


-0.47 ♦♦ 


-0.48 ♦♦ 


-0.97 ♦♦♦ 


17.9 


(First Year) 


(0.24) 


(0.22) 


(0.24) 




Second Year 


-0.53 ♦♦♦ 


-0.22 


-0.44 ♦* 


3.3 




(0.19) 


(0.17) 


(0.19) 




Third Year 


.008 


-.09 


-.31 


3.0 




(.19) 


(.18) 


(.19) 




Fourth Year 


.19 


-.09 


.05 


2.8 




(.20) 


(.18) 


(.20) 




Fifth Year 


.08 


-.10 


.16 


2.7 




(.20) 


(.18) 


(.20) 




Sbeth Year 


-.03 


.06 


-.21 


2.2 




(.18) 


(.16) 


(.18) 




Total 


-.76 


-.93 


-1.72 


31.9 




(. 64 ) 


(. 58 ) 


(. 64 ) 





NOTR; The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus 
training or relocation sample members, 2,449 JSA plus reemployment bonus sample 
members, and 2,385 control group members. The estimates are regression-adjusted 
treatment-control differences. 



*Statistically significant at the 90 percent confidence level for a two-tailed test. 

♦♦Statistically significant at the 95 percent confidence level for a two-tailed test. 

♦♦♦Statistically significant at the 99 percent confidence level for a two-tailed test. 
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